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SUBJECT: INCREASED PRICES FOR BUNKER FUELS 
REE: STATE 244003 

1. PRUDENTIAL-GRACE LINES SAN FRANCISCO REPORTS THAT MAJOR 
PRICE DIFEERENCES EXIST IN BRAZIL AND PERU EOR BUNKERS 
DELIVERED TO US AND OTHER FOREIGN-ELAG VESSELS WHEN COM- 
PARED WITH THE PRICES CHARGED TO THE NATIONAL-FLAG 
CARRIERS. THE FIGURES QUOTED ARE AS EOLLOWS: 

I. PETROBRAS: (AS OF DEC 13) 
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(A) BRAZILIAN-FLAG - 9.07 DOLLARS 

(B) FOREIGN-FLAG (US) - 15.14 DOLLARS 

DIFFERENCE IS 6.07 DOLLARS - 66.92 PERCENT 
II. PETRO-PERU (AS OE DEC 17) 

(A) PERUVIAN-ELAG - 2.59 DOLLARS 

(B) EOREIGN-ELAG (US) - 12.50 DOLLARS 

DIEFERENCE IS 9.91 DOLLARS - 382.63 PERCENT 


III. PETRO-PERU (AS OF DEC 18) 

(A) PERUVIAN-ELAG - 2.59 DOLLARS 

(B) EOREIGN-ELAG (US) - 17.50 DOLLARS PLUS .50 
BARGING 

DIEFERENCE IS 14.91 DOLLARS - 575.67 PERCENT 

2. PRUGRACE INDICATES THAT THESE PRICES WILL MAKE RATES 
UNDER WHICH US VESSELS CURRENTLY OPERATING NON-COMPENSA- 
TORY. PRICE DIFEERENTIAL OBVIOUSLY PRODUCES COMPETITIVE 
COST ADVANTAGE EOR BRAZILIAN AND PERUVIAN-ELAG SHIPS. 
PERUVIAN AND BRAZILIAN VESSELS RECEIVE BUNKERS AT US WEST 
COAST AT SAME REPEAT SAME PRICE AS US-ELAG VESSELS. 

3. AS NOTED REFTEL A, US BUNKER ALLOCATION POLICY NON- 
DISCRIMINATORY VIS A VIS FLAG OF REGISTRY. THE EEO 
(FEDERAL ENERGY OFFICE) WILL HAVE THE POWER TO RE NEW 
THIS NON-DISCRIMINATORY POLICY ON A CASE BY CASE BASIS 

SO AS TO RETALIATE AGAINST THOSE NATIONS WHICH DISCRIMIN- 
ATE AGAINST VESSELS PRIMARILY ENGAGED IN THE FOREIGN 
TRADE OF THE US. ADDITIONALLY, ALREADY EXISTING POWER 
VESTED IN THE FEDERAL MARITIME COMMISSION (EMC) UNDER 
SECTION 19 OF THE MERCHANT MARINE ACT OF 1920 PERMITS 
THAT AGENCY TO TAKE RETALIATORY ACTION AGAINST THE 
VESSELS OR TRDE OF THAT NATION WHICH DISCRIMINATES 
AGAINST VESSELS ENGAGED IN THE FOREIGN TRADE OF THE US. 
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4. AS NOTED IN PREVIOUS TELS, DISCRIMINATION ABROAD, IF 
UNCHECKED CAN LEAD TO POSSIBLE RETALIATION ALSO BY LABOR 
UNIONS AND OIL COMPANIES. 

5. ADDRESSEES ARE THEREFORE REQUESTED TO IMMEDIATELY 
VERIFY THE CLAIMS MADE IN PARA 1 BY PRUGRACE AND IF TRUE, 
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OBTAIN FROM APPROPRIATE GOVERNMENT AND/OR OIL COMPANY 
OEFICIALS THE RATIONALE BEHIND SUCH A PRICE STRUCTURE. 
REFERENCE TO EXISTING AND PLANNED RETALIATORY REGULATIONS 
NOTED ABOVE MAY BE MADE. IT MAY ALSO BE POINTED OUT THAT 
THE MAJOR MARITIME NATIONS, SUCH AS UK, NORDICS, JAPAN, 

USSR AND OTHERS (INCLUDING INDIA) HAVE INDICATED THAT 
THEY WILL EOLLOW NON-DISCRIMINATORY BUNKER ALLOCATION 
POLICY. RUSH 
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